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The Role of Institutional Investor in Stock Price Stability:
Evidence from Information and Noise Components Prospective
LAO Lanjun' WANG Qiangian® ZHANG Na'
(1. School of Management, Fudan University;
2. Shanghai Municipal Development & Reform Commission, Putuo Branch)

Abstract Ensuring the stability of the stock market is of great significance to the international and domestic
economic environment. This study focuses on the A-share market from 2005 to 2022 and examines the stabilizing
effect of institutional investors on stock price volatility. The study, which combines information sources and noise
decomposition, confirms that institutional investors play a significant role in limiting stock price volatility. In this
study, stock price volatility is decomposed into market-wide information, private firm-specific information, public
firm-specific information, and noise. The decompositions help analyze the differences in the relationship between
institutional investors and stock price volatility in stocks with different information and noise characteristics. The
study concludes that the link between market participation by institutional investors and reduced price volaitility is
most prevalent in stocks with low market-wide information, high private firm-specific information, low public firm-
specific information, and high levels of noise.
Keywords Stock Price Volatility, Institutional Investor, Multiple Information, Noise
JEL Classification G12 G14 G23
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